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‘ The Chinese import and export laws and regulations
hEEREENOEYS B8 —EHO classify goods into 4 categories: general goods, bonded

" . . . goods, goods either exempted from duty and taxes
o H4 - RSN - BB R ERER Y - or subject to reduced duty and tax rates,and goods
: — i OSBRI RREREF g - temporarily imported. General goods are subject to
e the normal customs clearance formality: declaration,
é =3 b | A LY #
BH - A5 ROERNE - AWBRETE inspection, levy of taxes, delivery and release. General
EA B ERE « HERERERSREER goods are freely circulated in the domestic market
B - BB AR o after completing the customs formality. The rermaining

3 categories are subject to special customs formalities

HEEtEATERBRRATOTRARES S ARRESHTRRAEE: . divided into 3 separate customs stages: pre-clearance

MrAlfred K K Chan is the Director of Ching Tox & Investmant Consultonts 11d and the owner of
K Chan & Compery, Certifed Pabic Accouncants, stage, clearance stage, and post clearance stage.
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Tariff Measures

Tariff is defined as the customs tariff (duty) and the
internal taxes, such as VAT, consumption tax, and
other levies. Import tariff also includes special duties
of anti-dumping duty, countervailing duty, safeguard
duty, and retaliatory duty. A tariff schedule consists
of items of commeodities and tariff rates. Depending
on the country of origin, the Chinese law classifies
goods or commodities subject to import tariff rates
into 5 categories, namely the most-favored-nation
(MFN) rate, treaty rate, special preferential rate,
general rate, and temporary rate.

The MFN rates apply to goods originating from
countries/regions who are WTO members, or those
who have entered into bilateral trading agreement
with China incorporating the MFN clause.

Treaty rates are used for goods originating from
countries/regions that have entered into regional trade
agreements {RTA) with China. Goods originating from
RTA countries/regions enjoy a rate lower than the
MFN rate. The RTAs include the Bangkok Agreement,
the Closer Economic Partnership Arrangements
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(CEPA) with Hong Kong and Macao respectively, and

the Framework Agreement between China and

ASEAN Countries.

Special preferential rates {SPR) apply to goods
originating from countries/regions that have concluded
treaty with China incorporating special tariff
preferential treatment clauses. Goods,' to which
preferential rate, treaty rate, and special preferential
rates are not applicable or whose country of origin is
unknown, are subject to the general rate, which is
the highest of all. Temporary rates only apply within a

" definite timeframe.

The import tariff rates under different tariff schedules
are adopted depending on the country/region of origin
for the goods exported to China. For example, paints
and vanishes are subject to tariff rates as below:

Dutiable base

In determining the base for the levy of tariff on

imported goods, the Chinese customs adopts the

practices of transacted price. Normally that is the

CIF price, subject to the follow adjustments,

Including :

(1) Commission borne by importer;

(2) The container considered to be the integrated
part of the imported goods;

(3) Packaging charges, R & D expenses, design fee
and related service charges borne by importer;

(4) The royalty paid by the importer to the ovérseas
supplier on the sale of goods after importation
and the payment relating to the re-sale, disposal
or use of the imported goods.

But excluding :

{1} The cost of installation, testing, maintenance and
technical service fees for imported machinery and
equipment;

(2) The inland freight charges and the insurance
premium from port of import to final destination;

(3) Import duty and internal taxes

In case the Chinese customs consider that the
declared price of an imported good is obviously lower
than that for the identical or similar product without
any credible evidence, or that the normal price is
manipulated by arrangements between the importer
and the exporter, the Chinese customs may substitute
the following valuation for the imported goods in the
descending order :
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. The transaction price of identical or similar goods
in the exporting country;

!\J

The cost of goods in country of export plus profit,

transportation and insurance expenses;

3. The wholesale price for the identical or similar
goods in the domestic market, after deducting
taxes, transport charges, and insurances;

4. Reasonable valuations for the imported goods.

Import tariff and VAT

Taxes are payable |5 days after receiving the customs’
payment notice regarding the importation of goods
into China.There will be a daily surcharge of RMB §
per every RMB 10,000 on the amount of overdue
taxes for late payment. In case the taxpayer fails to
pay the duty and taxes within a period of 3 months,
the customs can take tax enforcement measures
against the taxpayer including deducting the duty and
taxes from the taxpayer’s account, or selling the
dutiablé goods and deducting the duty and taxes from
the proceeds hereof. If the customs find that the
taxpayer is obviousiy trying to transfer or hide the
dutiable goods or other assets, the customs can order
the taxpayer to put up third party guarantee for the
duty and taxes or take tax preservation measures
against the taxpayer.

The rate for the import and export tariff refers to
that in force on the date the Chinese customs accept
the declaration for goods. The import tariff is
calcufated as follows :

1 O B
Duty is levied by the

Bifn : ¢ AAENWERERER100724
(L RERRE O ERRR 7% - BRRES
30% « BUEEHEHT :

WBL= R0 « BiE
Duty=CIF value x duty rate

FA - HED - REEH
Import tariff, VAT and CT

CHRBHR T AR

BRI =(CIF + BB I — ERdiR)
D = HRGETHLNIG x SRR
(B30+117.86)  (1-30%) = 1,354.09

1,354.08 x 30% =406.23

PERABI S PER EHFORER - 2R

If the CIF value of a set of lipsticks from Japan is

US$100, importation of cosmetics is subject to VAT
at 17% and Consumption tax (CT) at 30%, the taxes
will be computed as follows :

117.86+230.2+
406.23=RMB754.29

*Computation of CT is as per following formula:-

Composite dutiable value = (CIF value + import tariff) / {1 - CT rate)
CT = composite dutiable value » CT rate

{830 +117.86) 1 {1 - 30%) = 1,354.09

1,354.08 x 30% = 406.23

- A reduction in import tariff will also reduce the

amount of VAT payable and CT payable, vice versa.
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VAT Export rebate

The VAT paid for the purchase of export goods in the

Chinese market can be refunded in whole or in part, if

the exporter can satisfy the following requirements :

1. The goods are subject to VAT or CT under the
Chinese tax regulations;

2. The nature of the export transaction must be
treated as sales, not the disposal of fixed assets, in
the books of accounts for the exporter;

3. The goods must have actually left the country
{except for goods that shipped to export
processing zones);

4. The exporter has to produce evidence showing
that the foreign exchange verification procedure
governing the export collections has Eeen
completed.

Refund of tariff and taxes

, The taxpayer can apply to the Chinese customs for a

refund of duty and taxes within one year after payment

of taxes upen the occurrence of the following :

[. Goods,in respect of which import tariff and taxes
have been paid, are returned in original conditions,
to overseas suppliers due to quality or specification
reasons;

2. Goods, in respect of which export tariff have been
paid and internal taxes are paid again in connection
with VAT export rebates obtained previously, are
returned in -original conditions, to domestic
exparters due to quality and specification reasons;

3, The application for withdrawal from customs
release already given for export goods, in respect
of which export duty has been paid;

4. The portion of du};y and taxes arising from short
shipment of import or export bulk cargoes, in
respect of which duty and taxes have been paid,
and the consignor, carrier or the insurance
company has already made refund or paid
compensation for the value of the goods;

5. The portion of duty and taxes arising from short
shipment of goods due to damage, poor quality,
off-specification, or other causes, in respect of
which the consignor, carrier, or insurance
company has already paid compensation for the
value of the goods.
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Exemption and Reduction of Import Tariff

and Internal Taxes
Exemption and reduction of import tariff and internal
taxes can be divided into two types: statutory and

. special. Statutory exemption applies to the following

goods ;-

»  Goads with Import tariff less than RMB 50;

= Advertising articles and samples of no commercial
value;

+ Imported or exported goods being returned in
original conditions; '

* Goods damaged prior to customs releases;

+  Goods with tax reduction or exemption under
the Chinese law;

+ Goods covered by international treaties providing
for tariff reductions and exemptions which China
had entered into or acceded to,

Only the State Council has the power to grant special
exemption and reduction to goods for specific
purposes, specified enterprises and specified locations.
Goods temporarily imported into China are
exempted from duty and internal taxes. Goods
qualified for special tax exemption or reduction are
as follows :

»  Reasonable quantity of goods imported by qualified
institutions or schools that are used for purposes
of scientific research and education and that are
not capable of being produced domestically;

+ Goads that are on the list of the encouraged
category or restricted category B in the “Catalog
of the Industry Guide for Foreign Investment”
which involve the transfer of technology in the
foreign investment project within the amount of
total investment by foreign investment enterprises;

* Materials and components imported by foreign
investment enterprises for use in the
manufacturing of export products under import
processing agreement, and capital equipment
which is brought into China free of charge by the
foreign party;
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* Goods shipped between free trade zones (FTZ)
and other countries are eiempted from import
tariff and taxes, The FTZs are excluded from the
Chinese customs zones according to the Chinese
laws. However, goeds delivered to FTZ from nan-
FTZ area inside China are considered exports
and these goods are eligib]e for VAT export
rebates after the goods finally depart from
Chinese territories Likewise, goods delivered
from FTZ to non-FTZ areas are considered
imports and they are subject to customs duty
and VAT,

The same exemption of tariff and VAT applies to the
delivery of goods between export processing zones
(EPZs) and other countries (or regions). Delivery of
goods between EPZ and non-EPZ is treated import
and export, except that goods delivered from non-
EPZ to EPZ are eligible for VAT export rebates
immediately, withaut having to wait for those goods
to actually leave the Chinese territories.

Goods temporarily imported to China that are used
for exhibitions, film production, sport events and
entertainment shaws, for a period not exceeding 6
months, are exempted from export tariff and internal
taxes. However, the importer is required to place a
refundable security deposit equal to the amount of
the duty and taxes payable. The importer can apply
to cancel the customs registration and get a refund

after the gdods are shipped out of China. i
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The Chinese and English originals were contributed by Mr.Alfred K K Chan
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